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Summary 
Auto manufacturing industry has been the key industry of Liuzhou economy since late 1960s. 
However, Liuzhou auto industry also is facing some structural problems, which could affect the 
future growing of Liuzhou economy.  
Under the analysis under the structure of Porter’s diamond model, it is concluded that the key 
competitive disadvantages of Liuzhou auto industry are on two angles, which are the problem of 
knowledge and human resource and the problem of local clustering and cluster. The case of 
Dortmund in Ruhr region shows that the importance of local cluster building to the development of 
higher value-added business and industrial transition, and also the practical experience of managing 
the whole process. In the last part, after the comparison between Ruhr and Liuzhou, this study 
concludes the strategic implications for the future transition of Liuzhou auto industry.  
 
 
 
	 2	
 
Table of Contents 
Chapter	1.	 INTRODUCTION	.........................................................................................	4	
Section	1.	 RESEARCH	BACKGROUND	................................................................................	4	1.1.1.	 Background	of	Liuzhou	Manufacturing	Industry	......................................................	4	1.1.2.	 Background	of	Liuzhou	Auto	Industry	..........................................................................	5	1.1.3.	 Background	of	Ruhr	Transition	Process	in	Germany	..............................................	5	
Section	2.	 Research	Questions	and	Objectives	..............................................................	6	
Section	3.	 Research	Methodology/Procedure	...............................................................	7	
Chapter	2.	 Literature	Review	.....................................................................................	9	
Section	1.	 Porter’s	Diamond	Model	...................................................................................	9	
Section	2.	 Clusters	and	Cluster	Management	................................................................	9	
Section	3.	 Industry	Clustering	.........................................................................................	10	
Section	4.	 Interchange	within	Clusters	.........................................................................	11	
Chapter	3.	 Analysis	of	Liuzhou	Automobile	Industry	.....................................	12	
Section	1.	 Patterns	of	Liuzhou	Competitive	Advantage	..........................................	12	
Section	2.	 Competitive	Analysis	Under	Diamond	Model	........................................	14	3.2.1.	 Factor	Conditions	..................................................................................................................	14	3.2.2.	 Demand	Conditions	..............................................................................................................	16	3.2.3.	 Related	and	Supporting	Industries	...............................................................................	25	3.2.4.	 Firm	Strategy,	Structure,	and	Rivalry	...........................................................................	29	
Section	3.	 Conclusion	of	the	Liuzhou	auto	industry	Analysis	................................	30	
Chapter	4.	 Analysis	of	The	Success	Transition	of	Ruhr	..................................	32	
Section	1.	 Patterns	of	Ruhr	Competitive	Advantage	................................................	32	
Section	2.	 The	Role	of	Clustering	in	Ruhr’	Transition	.............................................	33	
Chapter	5.	 Implication	for	the	Transition	of	Liuzhou	Auto	Industry	.........	39	
Section	1.	 Comparison	of	Liuzhou	and	Ruhr	...............................................................	39	5.1.1.	 Similarities	of	Dortmund	and	Liuzhou	........................................................................	39	
	 3	
5.1.2.	 Differences	of	Dortmund	and	Liuzhou	........................................................................	40	
Section	2.	 Strategic	Implication	for	Liuzhou	Auto	Industry	Transition	............	42	5.2.1.	 Choosing	the	right	targeted	industries	........................................................................	42	5.2.2.	 The	leading	of	Government	Policy	.................................................................................	43	5.2.3.	 Develop	third-party	institutions	connecting	between	industries/individual	actors	and	local	government	............................................................................................................	44	5.2.4.	 Update	high-tech	and	innovation	centers,	and	develop	a	communication	mechanism	between	industries/enterprises	and	research	institutions.	......................	45	5.2.5.	 Creating	a	learning	mechanism	for	local	firms,	implementation	of	coaching	concept.	......................................................................................................................................................	45	
References	........................................................................................................................	47	
Appendix:	The	Statistics	of	Liuzhou	Main	Industries	.........................................	50	
 
 
 
 
 
 
 
 
 
 
	
	
	 4	
Chapter	1. 	 INTRODUCTION	
Section	1. RESEARCH	BACKGROUND	
1.1.1. Background	of	Liuzhou	Manufacturing	Industry	
Liuzhou is located at the middle southern area of China, which is a key changing area of 
china’s unbalanced developing process through east to west. It has a history of more than 2100 years 
and was built in 111.BC, when it was known as Tanzhong city.  
The economy of Liuzhou is a typical industry-leading economy. And Liuzhou is the biggest 
industrial city and the industrial center of Guangxi Region in China. According to “Statistical 
Communiqué of Liuzhou on the 2015 National Economic and Social Development”, Liuzhou 
regional Gross Domestic Product in 2015 was 2298.62 billion Yuan with a 7.2% yearly growth rate 
calculating at comparable price. The value-added of the primary industry was 168.42 billion Yuan, 
up by 4.1%, that of the secondary industry was 1300.11 billion Yuan, up by 5.2% （Industrial 
added-value was 1174.93 billion Yuan, up by 5.2%） and that of the tertiary industry was 830.09 
billion Yuan, up by 12.2%. The three industries’ percentage of GDP is respectively 7.3%, 56.6% and 
36.1%, which implied that the huge contribution of Liuzhou Industry to its economy. 
However, with the high growth rate of the tertiary industry, the secondary industry, which is 
the most important part of Liuzhou economy, is showing downward tendency with -17.2% yearly 
growth of contribution to GDP in 2015, had been the lowest growth rate since 1997.  
The statistics shows an urgent need of the structural transition of Liuzhou economy. And it 
also implies the worrying future of the secondary industry, which is mainly manufacturing industry 
in Liuzhou. 
The three dominant industry of Liuzhou manufacturing industry are: automobile, metallurgy, 
and machinery, which represent 72.95% of the total industrial output value. The output contribution 
percentage of automobile, metallurgy and machinery is respectively: 66.69%, 24.61% and 8.70%.  
Thus, auto industry, which is dominant in Liuzhou’s economy, would be the key discussion 
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part in this research. 
1.1.2. Background	of	Liuzhou	Auto	Industry	
The first car produced in Liuzhou was named “Liujiang” in 1969. For about 20 years, 
Liuzhou Motor, Liuzhou Mini Automobile, Liuzhou Special Automobile performed well in local 
market but did not have a significant share in Chinese market. At late 1990s, Liuzhou automobile 
industry did assets reorganization and cooperated with China FAW Group, Dongfeng Automobile, 
SAIC Motor, and General Motors by free stock transfer. Currently there are three main auto 
factories: SAIC-GM-Wuling, Dongfeng Liuzhou Motor, FAW Jiefang Liuzhou Special Automotive, 
which mainly target on producing compact car, medium and heavy duty truck and passenger van. 
For now, Liuzhou has been one of the most important automobile production bases in China and also 
one of the twelfth Chinese vehicle and component export bases. Liuzhou’s annual auto production in 
2015 was over 2.30 million, making it become the fifth biggest “Automobile City” in China. 
However, there are some structural problems of Liuzhou automobile industry, which could 
affect the future growing of Liuzhou economy. For example, the automobile products of Liuzhou are 
mainly economic type，which has low added value, leading low return rate of the economy. 
Unbalanced structure of automobile categories also brings limited growing potential in the future. 
Although the number of produced automobile is competitive good, low local matching rate of 
automobile components brings limited development potential of Liuzhou automobile value chain, 
leading to competitively lower contribution to the whole Liuzhou economy. Limited technology 
research base of Liuzhou automobile industry is also a severe problem for structural transition.  
Thus, this study will analyze the Liuzhou Auto Industry under the framework of Porter’s 
competitive model further in detail, and get the strategic implication for future development and 
further growing.  
1.1.3. Background	of	Ruhr	Transition	Process	in	Germany	 	
The Ruhr valley is a polycentric urban area combined by numbers of cities in northwestern 
Germany. It is a part of the State of North Rhine-Westphalia (NRW), one of the states of Germany. 
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It has been a production center for coal and steel in Europe since the middle 1800s. Ruhr quickly 
developed into a highly urbanized industrial center in Germany with its large mining reserves of 
coking coal, semi-anthracite, steam and gas coals and convenient logistics to Rhine River and 
Ocean.  
However, there is a long struggling of industrial structure transition in Ruhr region for last 50 
years. At the middle of 1900s, facing global fierce price competition, the coal and steel-based 
economy in Ruhr went down sharply. Simultaneously the environmental pollution, causing by 
industrial production, severely destroyed the quality of local life. The transition was pushed to take 
improving local economic structure and environmental condition. The process was long and difficult, 
but effective. Ruhr region is a service-dominated economy now, and the coal industry will phase out 
completely by 2018. With strict environmental laws, highly developed environmental technologies 
and large investments, now the pollution problem is mainly solved. Ruhr region has gained lots of 
progress and experience in the industrial transition, which could be much to learn for the transition 
of Liuzhou automobile industry. 
Thus, this study will analyze the key successful factors of Ruhr transition, to get the strategic 
implication for the transition of Liuzhou Auto Industry. 	
Section	2. Research	Questions	and	Objectives	
The research objective of this study is to find out the proper transition strategy for Liuzhou 
auto industry, with the implication taken from the experience of Ruhr transition. On the one hand, 
Liuzhou is an industrial city that highly depended on auto industry, but currently doesn’t have a fully 
competitive value chain, without taking the best advantage of the economic effect brought by three 
main auto manufacturing companies. Thus it is an urgent problem to solve for local auto industry. 
On the other hand, considering the current fierce competition of auto market, it is important to find 
out a specific sustainable competitive strategy in the fierce market full of domestic brands and 
foreign brands for Liuzhou auto brands. In one sentence, Liuzhou auto industry is facing the 
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value-upgrading problem not only for these main auto-manufacturing companies, but also for these 
connected companies in the same local cluster. Ruhr also faced a similar transition problem since 
1980s. It had to seek a competitive strategy to developing emerging business clusters, in order to 
create a higher-value added and innovative economy. What did Ruhr already do could provide useful 
strategic implications for the transition of Liuzhou auto industry.  
Thus, the main research questions are as followed: What’s the main problem Liuzhou auto 
industry is facing? What was the focused strategy and what did Ruhr do during its transition 
process? How could Liuzhou auto industry learn from the experience of Ruhr and establish its own 
route of industrial transition? 	
Section	3. Research	Methodology/Procedure	
Porter aims to model the determinants and processes that are responsible for generating 
competitive industries. This research studies on the role of industry clusters, as defined by Porter 
(1990), in sustaining competitive advantage in the transition process of Ruhr District, as well as the 
applicability of Porter’s clustering concept in the transition process of Liuzhou automobile industry. 
Therefore, the preferred methodology would have been to firstly analysis the competitive advantage 
and disadvantage of Liuzhou auto industry under Porter’s diamond model. Then this study will 
examine some competitive Ruhr sectors it created for its economic transition, to consider the key 
successful factors in accounting for their competitive success during its transition process. At last the 
study will draw conclusions on the validity of the Ruhr transition model and its relevance in the 
Liuzhou context, getting the strategic suggestion for the development of Liuzhou auto industry. 
The structure of the paper will also follow the logic of the methodology as followed:  
To set the article in context, firstly it will be a brief review of some of the principal 
transitional problems of recent Liuzhou industrial development and basic background of the 
transition of Ruhr economy.  
Then it will be the outline of Porter’s model as well as certain parts of his theory and other 
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theory of particular relevance to this research. The analysis of Liuzhou auto industry is analyzed 
under the logic of Porter’s model next to three main headings: patterns of Liuzhou competitive 
advantage, competitive analysis under diamond model, and the role of clustering. The analysis of the 
success of Ruhr’s transition will include two main parts: patterns of Ruhr competitive advantage and 
the role of clustering in Ruhr’s transition. Finally, it will be conclusions and the policy implications 
for the future transition strategy of Liuzhou manufacturing industry. 
In one word, the analysis for this study lies on the Liuzhou automobile industry as a whole, 
based on the Porter (1998)’s concept of “the Diamond Model” and “Industry Clusters”, with learning 
from Ruhr’s transition case. 	
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Chapter	2. Literature	Review	
Section	1. Porter’s	Diamond	Model	
To find out the reasons why some nations gain the competitive advantage in particular 
industries, Porter (1998) conducted a research on ten nations and built the concept of “the Diamond 
Model”. According to Porter, there are four factors determining national advantage of a nation: 
factor conditions, demand conditions, related and supporting industries, and firm strategy, structure, 
and rivalry. As this research will focus on the transition strategy of Liuzhou automobile industry, the 
competitive advantage analysis of Liuzhou automobile industry will be the base of further study.  
According to Porter (1998), key successful factors of a particular city or region in a particular 
industry could also be explained with “the diamond model”. In other words, Porter’s “diamond” 
could be extended to explain why some cities or regions gain more competitive advantages than 
others. Porter (1998) implied that Location effects could be significant even in one nation with 
similar culture, legal rules or factor cost. And Porter (1998) concluded that it is the combination of 
national and intensely local conditions that fosters competitive advantage. Under some conditions, 
local policies could be the dominant factor of industry success. Thus, it will appropriate to use “the 
diamond model” in the analysis of Ruhr case and Liuzhou case in this study. 
Section	2. Clusters	and	Cluster	Management	
Ketels, Lindqvist and Solvell (2012) illustrated that clusters are benefit for the innovation of 
a particular industry. They defined the cluster as a collection of different linked sectors including 
firms, research institutions, education organizations, capital providers, and government and public 
agencies. In reality world, there are different types of obstacles leading to gaps in a cluster, making it 
difficult for efficient information transition, knowledge sharing and fluent collaboration. There are 
seven types of gaps in a cluster: the research gap (between firms and research organizations), the 
education gap (between firms and education organizations), the capital gap (between firms and 
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capital providers), the government gap (between firms and public bodies), the firm-to firm gap, the 
cross-cluster gap, and the global market gap (between cluster firms and global markets). 
Kupper and Rollinghoff (2004) stated that cluster refers to a spatial concentration of 
interrelated production and service companies, public organizations, and facilities serving industry. 
This kind of mutual relation, which is embedded in a particular cluster are expected to enhance the 
competitiveness of individual participants and the entire region. They also asserted that forming 
cluster network could increase transparency and thus region’s potentials for cooperation, acquisition, 
and innovation between firms, academe, administration, and politics. This network will change the 
growth prospects of the Industry and the region. Cluster members are suppliers/customers, 
competitors/partners along the value chain. 
According to Kupper and Rollinghoff (2004), cluster Management is a critical factor 
deciding the competitiveness of a cluster. It is an integrated approach instead of single sector 
oriented.  
Section	3. Industry	Clustering	 	
The operational concept in “the diamond model” is not cluster, which is only a localized 
concentration of linked sectors or industries, but clustering— the particular process that lead to the 
development of clusters(Clancy, O’Malley, O’Connell and Egeraat, 1999). Porter (1998) stated that 
the systemic nature of the “diamond” promotes the clustering of a region’s competitive industries.  
Cawthorne (1995) stresses that clustering and an intensive inter-firm network are important 
contributors to the performance of the cluster. Bair and Gereffi (2011) emphasize the linkage to 
value chains and network in the cluster is an important factor influence the cluster performance. 
And the reasons of regional clustering are directly related to the determinants of competitive 
advantage. Clustering is a mutually reinforcing process creating big synergies among related 
industries. The central industry that creates the most synergies will normally be the most 
sophisticated buyers of products and services it depends on. Thus, this central industry will 
contribute to lots of supplier industries, as we called competitive advantage. For this study, the 
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central industry of Liuzhou should be automobile industry. 
Section	4. Interchange	within	Clusters	
Porter (1998) suggested that underlying the operation of “diamond” and the phenomenon of 
clustering is the exchange and flow of information about needs, techniques, and technology among 
buyers, suppliers, and related industries. He also asserted that when such interchange occurs at the 
same time that active rivalry is maintained in each separate industry, the conditions for competitive 
advantage are the most fertile. The effective mechanism of how interchange supports competitive 
advantage is important. Despite the fact that firms could have conflicting interests and goals that 
restrain information flow, the fluid interchange could compromise the interests of each bargaining 
side and benefit all local firms to maximize economic growth.  
Porter (1998) also gave us some examples that will be further explained with the case of 
Ruhr and Liuzhou in this study. Facilitators of information flow include: personal relationship due to 
schooling, military service, ties through the scientific community or professional association, 
community ties due to geographic proximity, trade associations encompassing clusters, norms of 
behavior such as a belief in continuity and long-term relationship. Sources of Goal Congruence or 
Compatibility Within Clusters include: family or quasi-family ties between firms, common 
ownership within an industrial group, ownership of partial equity stakes, interlocking directors, 
national patriotism.  		
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Chapter	3. Analysis	of	Liuzhou	Automobile	Industry	 	
Section	1. Patterns	of	Liuzhou	Competitive	Advantage	
Automobile is the most important part of Liuzhou manufacturing industry structure. In 
Liuzhou Automobile industry, SAIC-GM-Wuling Automobile is the biggest and the most important 
company. Annual procurement of auto parts is keeping up at 30% growth rate. To fulfill the product 
requirements of SAIC-GM-Wuling, there are hundreds of auto parts and metal mechanic providers. 
The value chain of auto industry is the longest one in Liuzhou manufacturing industry. The average 
size of auto industry (presented by the average size of corporate property) is way higher than the 
average of China Auto Industry. The GDP percentage created by the Liuzhou auto industry is about 
4.5 times of the whole country’s level. The above data shows that high dependence on auto industry 
of Liuzhou economic. 
Table 1 lists the top industries of Liuzhou in terms of Sales Value in 2014. The list includes a 
diversified set of industries, including both consumer goods and industrial goods. Though 
manufacturing industries are the main combination parts of Liuzhou industry. Especially Auto 
Manufacturing Industry sales value accounts for 43.33% of the total sales value, with large numbers 
of connected industries such as ferrous metal smelting and rolling processing industry, general & 
special equipment manufacturing, and ferrous metals mining and dressing, etc. The sum of 
connected industries of auto cluster is 85.42%, which also indicates that Liuzhou is an industrial 
economy highly depended on auto industry.  	
	 13	
Table	1:	Top	35	Liuzhou	Industries	by	Sales	Value	of	Industrial	Products	in	2014	(	
	
Source:	Liuzhou	Statistics	Yearbook	of	2014		
	
Figure	1:	Top	35	Liuzhou	Industries	in	2014	in	Terms	of	Sales	Value	of	Industrial	Products	
Source:	Liuzhou	Statistics	Yearbook	of	2014		
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Section	2. Competitive	Analysis	Under	Diamond	Model	
3.2.1. Factor	Conditions	 	
Current Factor Conditions 
According to Porter (1998), factor conditions refer to the factors of production, which are the 
inputs necessary to compete in an industry. In the contexts of Porter (1998) competitive advantage, 
factors are categorized in: human resources, physical resources, knowledge resources, capital 
resources, and infrastructure. This study will analyze the factor conditions of Liuzhou under these 
five angles. 
Human resources refer to the quantity, skills and cost of personnel, taking into account 
standard working hours and work ethic (Porter, 1998). The vocational education in Liuzhou is 
competitively advanced, providing large number of skilled workers to the local industry. Currently 
there are 3 vocational-technical colleges，43 secondary vocational education institutions，with 
graduating students above 16000 each year. On the other hand, there are only two universities and 
limited research institutions related to auto industry in Liuzhou, showing obvious disadvantage in 
high education resource and technical support for Liuzhou auto industry. Thus there is still a huge 
shortage of technical specialists, who could bring significant added value to auto industry. 
According to Liuzhou Municipal Human Resources and Social Security Bureau, technical specialists 
only accounted for 10.1% of the skilled workers. Compared to developed industrial region in China, 
such as Shanghai (15.0%), Guangzhou (16.1%), and the average level in other developed countries 
(30.0%), such as Germany, Japan and US, there is a huge growing potential for Liuzhou 
manufacturing industry. 
Physical resources refer to the abundance, quality, accessibility, and the cost of the nation’s 
land, water mineral, or timber deposits, hydroelectric power sources, fishing grounds, and other 
physical traits (Porter, 1998). Liuzhou is located in Guangxi area, which is rich in mineral resources, 
particularly in nonferrous metal mineral resources. Liuzhou Steel Group, one of the largest steel 
producer and dealers, conducts abundant raw materials processing and provides reliable support for 
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the development of Liuzhou manufacturing industry, especially auto industry. 
Knowledge resources refer to the nation’s stock of scientific, technical, and market 
knowledge bearing on goods and services (Porter, 1998). According to Liuzhou Municipal Human 
Resources and Social Security Bureau, the total population of Liuzhou is 3.8 million in 2014, and the 
total number of professional technical personnel has been accounted to 190,000, which is 5% of the 
total population. The percentage of research and development personnel of auto industries in 
developed countries has normally achieved more the 30% of the whole industry, this percentage in 
China is 8%, and Liuzhou is 5%. And also considering the competitively low level of high education 
and related research, knowledge resources connected to Liuzhou auto industry is not good for the 
development and growth in the future. 
Capital resources refer to the amount and cost of capital available to finance industry (Porter, 
1998). Most of the companies in Liuzhou auto manufacturing industry are of small size, located on 
the lower side of the value chain, started by systemic reforming of state-owned enterprises. 
Compared to the SMEs in developed southeastern coastal area of China, companies of Liuzhou have 
less knowledge, capital resource, and financing ability in capital market. Currently the financing 
activities are mainly conducted between companies and banks on a large scale. Other types of 
financial institutions and financing activities are competitively limited. Capital resources in Liuzhou 
is not developed enough to suit the economic growing. 
Infrastructure refer to the type, quality, and the user cost of infrastructure available that 
affects competition, including the transportation system, the communication system, mail and parcel 
delivery, payments or fund transfer, and so on (Porter, 1998). Liuzhou has been one of the most 
important southwestern transportation hubs for a long time. The railway system is connected with 
five provinces, making its the center connecting southwestern area with other part of China. 
Highway could connect with the southern ocean harbor within 4 hours. Airport has connected with 
major cities in China. With its good location advantage in southwestern area of China, Liuzhou has 
been a logistic center for hundreds of years. This location advantage also provides Liuzhou auto 
industry with logistics advantage competing with other cities in southern area in China. 
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Selective Factor Disadvantages 
According to Porter (1998), local factor disadvantage has always been one essential force 
behind innovation and upgrading in various competitive industries. For instance, regions lacking 
nature resource would always be pushed to create higher levels of differentiation in order to compete. 
Thus, it is also essential to figure out the key disadvantages of Liuzhou factor condition.  
The analysis of Liuzhou factor conditions implied that obvious weakness of Liuzhou is 
human resources, knowledge resources. Liuzhou manufacturing industry is lack of highly skilled 
technical personnel. For auto industry, which is the pillar part of manufacturing industries in 
Liuzhou, this personnel shortage problem will severely affect the future development such as 
products & service upgrading, add-value increasing, and value chain growing.  
Another problem of Liuzhou facing is the capital resource problem, which will not be the 
main discussing topic of this study. 
 
Potential Factors Creation  
According to Porter (1998), the factors most important in achieving high-order and more 
sustainable competitive advantage, the more advanced and specialized ones, are created. What is 
urgent for Liuzhou auto industry should be how to create newly developed human and knowledge 
resources, or finding out the most effective Human/knowledge resources-creating mechanism in the 
industry.  
Porter mentioned three directions: education system, immigration system, and apprenticeship 
system. For Liuzhou auto industry, the suitable solution could be done in enhancing education level 
and promoting immigration from other region, even other countries.  		
3.2.2. Demand	Conditions	
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Regarding to demand conditions, there are two ways to gain competitive advantage (Porter, 
1998). One way is the home demand gives local industry a much clearer view of buyer needs than its 
competitors. Another way is local demand will push local industry to innovate faster and gain 
advantage than its competitors. And Porter (1998) concluded that there are three characteristics of 
the composition of home demand particularly significant to achieving regional competitive 
advantage: segment structure of demand, sophisticated and demanding buyers, anticipatory buyer 
needs. This study will analyze the demand condition of Liuzhou under these three standards. 	
The Segment Structure of Demand 
The Automotive Segments 
The segment structure of demand, in other words, is the distribution of demand for particular 
varieties. The following table illustrated the segments of automotive based on international 
categorizing standards of auto industry.  
Table	2:	The	Auto	Segments	
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The definition of each category: 
Crossover: Include mini buses with a seating capacity of eight passengers and below. 
Large Bus: 30 seats + 
Medium Bus: 10-29 seats 
Small Bus: 9 seats or less 
Heavy Truck: 14T <=GVW<=100T 
Medium Truck: 6T <=GVW<=14T 
Light Truck: 1.8T <=GVW<=6T 
Mini Truck: GVW <1.8T 
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Chinese Auto Market  
There is a sustainable growing of Chinese auto market. In 2014, 23.7 million vehicles were 
sold in China, with a 7.3% yearly growth rate. 83.12% of sold vehicles were passenger cars, 
accounting for 19.7 million, with a 9.9% yearly growth rate.  
On the one hand, the passenger vehicle segment is dominated by foreign brands, which 
account for about 62% of the market share. One the other hand, the commercial vehicle segment is 
dominated by domestic brands with over 90% of the market share. This fact indicates that the 
commercial vehicle market might be less competitive for domestic brand to conquer compare to 
passenger vehicle market, which full with fierce competition with foreign brands and domestic 
brands. 
Table 3 and figure 2 imply that the whole automotive market has been kept growing since 
2010 to 2014. The statics from China Automotive Industry Development Yearbook of SOHU Auto 
shows that china’s automotive industry had been developed with an overall compound average 
growth rate of 11.4% from 2004 to 2014. Taking a look on the sales segments composition, 
passenger vehicle accounted for 83% of the total sales in 2014, followed by truck (14%), bus (2.6%) 
and semi-trailer tractor (0.4%).  	
Table	3:	Vehicles	Sales	in	China	from	2010	-	2014	
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Figure	2:	Vehicles	Sales	in	China	from	2010	–	2014	
Source:	Sohu	Auto		
Looking through the deepen market segmentation of China auto market in 2004, the analysis 
and implication is as followed: 
Passenger Vehicles: 
According to SOHU Auto report of 2014, there was 19.7 million of passenger vehicles sold 
in china. The composition was: 63% of Sedan, 21% of SUV, 9% of MPV, and 7% of crossover. No 
doubt that the biggest market of passenger vehicles is sedan market, and there is growing potential in 
the market of MPV and crossover. 
	
Figure	3:	Passenger	Vehicles	Sales	of	China	by	Type	in	2014	
Buses: 
63%	9%	
21%	7%	
Passenger	Vehicles	Sales	of	
China	by	Type	in	2014  Sedan		 MPV	 SUV	 Crossover	
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In the segmented market of bus, 600 thousand buses were sold in 2014. The composition 
was: 73% of light bus, and 27% of large & medium bus. The market of bus is dominated by large 
and medium bus market, with huge demanding of short distance transportation vehicle. 	
	
Figure	4:	Bus	Sales	of	China	by	Type	in	2014	
Trucks: 
For the trucks market, there were 3.18 million trucks sold in 2014. The composition was: 
52% of light truck, 31% of heavy & medium truck, and 17% of mini truck.  
	
Figure	5:	Truck	Sales	of	China	by	Type	in	2014	
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In conclusion, deepen segmentation of China Auto market is clearly showed in the figure 6. 
This figure shows that sedan, SUV, and light bus are three of the biggest segments of China auto 
market, but also with fierce competition. Combined with the chart of sales growing from 2010-2014, 
passenger vehicles market and truck market are at rapid growing pace, semi-trailer tractor market is 
at a shrinking pace, and bus market is comparably stable. There are still high growing potential for 
the market of the market passenger vehicles and truck from now on in Chinese market. 
	
Figure	6:	Segmented	Auto	Market	of	China	in	2014		
Liuzhou Auto Industry Segmentation  
Currently there are three main auto factories: SAIC-GM-Wuling, Dongfeng Liuzhou Motor, 
FAW Jiefang Liuzhou Special Automotive, which mainly target on producing compact car, medium 
and heavy duty truck and passenger van. 
SAIC-GM-Wuling was an automotive company originally established by government in 
1958. It changed the name as Liuzhou Wiling Motor in 1989. And then built a joint venture 
relationship with SAIC Motor (Shanghai Automotive Industry Corporation) and General Motors. 
SAIC-GM-Wuling is the largest manufacturers of mini MPV in China. It’s products mainly focused 
on Mini MPV, Mini Truck and economical SUV. And the price ranged from 29,000 RMB to 
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100,000 RMB. 
Dongfeng Liuzhou Motor was established in 1954 and started to produce vehicles in 1969. It 
joined Dongfeng Group in 1981. Donfeng Liuzhou Motor has four brands and more than 200 
categories of MPV, truck, and semi-trailer tractor. 
FAW Jiefang Liuzhou Special Automotive was established in 1969 and is a wholly owned 
subsidiary of FAW Automotive Group. Its principle products are semi-trailer tractor, light, medium, 
and heavy-duty truck. 
In conclusion, Liuzhou auto production is concentrated on MPV, truck, and semi-trailer 
tractor. However, compared with the structure of deepen segmented auto market of China in 2014, it 
is showed that Liuzhou is concentrating on MPV and truck market, trying to make its position in the 
niche market instead of extremely competitive mainstream passenger vehicle market such as the 
market of Sedan, SUV and crossover. The MPV and truck market are also the market with growing 
potential compared to the shrinking semi-trailer tractor market, and stable bus market. Thus, the 
marker segment Liuzhou auto market focuses on is strategically right with the above analysis.  	
The Characteristics of Buyers 
The characteristics of China Auto Buyers 
As a result of fast growing sales of vehicles, the registration population of vehicles is also 
growing rapidly in China. According to The Ministry of Industry and Information Technology of 
China, it was reported that the number of registered vehicles in China has reached 154 million in 
2014, and would exceed 200 million by 2020. The huge increase is pushed by various reasons such 
as continuously high economic growth, comparable lower and affordable vehicle prices, and strong 
customer demand from regional cities. Figure 7 shows that the registered vehicle population had 
been kept growing from 2011 to 2014. 	
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Figure	7:	Vehicle	Population	in	China	from	2011	to	2014	
Source:	China	Automotive	Industry	Development	Yearbook	
According to the research of the Nielsen Company (2016), it indicated that the growth of 
China auto market is contributed mainly by demanding from Chinese Midwest area, fourth-tier cities, 
intercity immigrants, and multiple & cross-boundary demand.  
In 2005, the economic of the Midwest provinces, which is represented by Chongqing, 
Guizhou, Hubei, Hunan, Jiangxi, and Guangxi, was growing rapidly. This economic growing 
directly pushed the demand of automotive. At these areas, the auto demand has grown extremely fast 
in small-medium cities. According to the consumer research Nielsen (2016) conducted, about 18% 
of consumers in third-tier cities have the plan of purchasing new vehicles next year, and about 20% 
of consumers of fourth-tier cities have the plan of purchasing new vehicles next year.  
By the urbanization process of China, lots of people moved from rural area to urban area, 
which already has been accounted for about 10% to 20% of urban population. This type of intercity 
immigrants has become a strong consuming power in auto market. 
The vehicle purchasing behavior of Chinese customers become more and more multiple & 
cross-boundary demanding. Multiple & cross-boundary indicate that consumers tend to open their 
choices to more different kinds of categories of vehicles. In terms of the Nielsen research targeted on 
passenger vehicles, there is a high overlapping of the consideration of Sedan(88%), SUV(76), 
crossover(45%) and MPV(27%). It indicates that consumers have lots of choice while purchasing 
vehicles and there is also a fierce competition among vehicle producers in terms of price, quality, 
0	50	
100	150	
200	
2011	 2012	 2013	 2014	
93.6	 109.3	 126.7	 154	
Vehicel	Population	in	China	(Million	Units)	
	 24	
design, safety, and brand, etc.  
Looking through the characteristics of customers in current Chinese auto market, Liuzhou is 
an area with growing potential of auto market, considering it is a third-tier industrial city in Midwest 
area with 16.42‰ nature population growth rate and 62.11% urbanization rate in 2014. 	
The Characteristics of Liuzhou Auto Buyers 
Porter (1998) stated that the nature of homebuyers is more important than the mix of 
segments per se. Sophisticated and demanding buyers could push local industry to meet higher 
standards, 
Table 4 shows the structure of Liuzhou registered vehicle in 2014. The total number of 
registered vehicle is 352661. The number of passenger vehicles is 352662, which accounted for 
57.22% of the total number. The number of Buses is 102921, which accounted for 29.18% of the 
total number. The number of trucks is 44975, which accounted for 12.75% of the total number. The 
number of semi-trailer tractors is 2959, which accounted for 0.84% of the total number. 
According to the report on the work of Liuzhou government at the end of 2015, the annual 
vehicle production has achieved 230 million units, ranking 3rd among cities’ output in China. 
Considering Liuzhou urban population is 170 million, annual vehicle production per capita is 1.35 
units, ranking the 1st of China. Thus, the number of vehicle production is far more than the number 
of vehicle registration of Liuzhou. The number of MPV registered in Liuzhou, which is the most 
popular products of Liuzhou vehicles, is also far less than the production number. Local consumers 
are not main consumer source for Liuzhou auto industry. Liuzhou auto industry is an industry with 
high dependency on the market of other region outside Liuzhou. 
On the other hand, the number of registered trucks is accounted for 12.75% of the total 
number of the registered vehicle, which is far much higher than the average level in China. This fact 
also reflects that Liuzhou is highly relied on manufacturing industry, and has more demanding on 
industrial type of vehicle compared to other region.  	
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Table	4:	The	Segments	of	Liuzhou	Registered	Vehicle	in	2014	
The Segments of Liuzhou Registered Vehicle 
Type of Vehicle #Number of Units 
Total 352661 
Passenger Vehicles 201806 
Sedan +SUV+Crossover 177741 
MPV 24065 
Buses 102921 
Large Bus 2669 
Medium Bus 1681 
Light Bus 98571 
Trucks 44975 
Heavy Truck 13322 
Medium Truck 7373 
Light Truck 23831 
Mini Truck 449 
Semi-Trailer Tractors 2959 		
3.2.3. Related	and	Supporting	Industries	
According to Porter (1998), the competitiveness of an industry could also highly related to 
the competitiveness of its related or supporting industries. The successful of related and supporting 
industries will highly contribute to information flow and technology interchange. The situation of 
related and supporting industry of Liuzhou auto industry will be illustrated as the same logic of 
Porter (1998).  
The supporting industries of auto industry almost include all industries involved in the auto 
manufacturing value chain, such as raw materials supply, electricity and heat production and supply, 
gas production and supply, electrical machinery and equipment manufacturing, transportation and 
logistics system, auto financing, after-sale service, and comprehensive utilization of wasting 
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resource. 
Figure 8 illustrates the value chain of Liuzhou auto industry. Figure 9 shows supplier 
industries to auto industry in Liuzhou. Figure 10 shows related industries to Auto Industry in 
Liuzhou.  
	
Figure	8:	The	Value	Chain	of	Liuzhou	Auto	Industry	
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Figure	9:	Supplier	Industries	of	Liuzhou	Auto	Industry	
 
Competitive advantage in related industries 
According to Porter (1998), related industries are those in which firms can coordinate or 
share activities in the value chain when competing, or those that involve products that are 
complementary. Figure 10 shows related industries to Auto Industry in Liuzhou. There are 
comparably complete related and supporting industries of auto industry in Liuzhou. However, 
looking at the sales contribution, the size of these related and supporting industries are far less than 
auto manufacturing industry.  
As the annual vehicle production of Liuzhou has achieved 230 million units in 2015, ranking 
3rd among cities’ output in China, it should have also positively affect the Liuzhou steel market to a 
higher level while there is a huge steel demanding for the increase of auto manufacturing. However, 
large steel companies from other region have snatched the high-end steel market of Liuzhou, 
especially the market of steel for automotive manufacturing and machine building, for a long time. 
Losing of strong local high-end steel competitors highly lower the completeness of the auto value 
chain and economic benefit it brings.  
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In a interview March 3rd, 2016, the manager of Liuzhou Steel Group (the largest steel 
company in Guangxi Region) said, “Conservatively speaking, the amount of steel for auto 
manufacturing and machine building in Liuzhou at least is more than 2 million ton, but only about 
30% of used materials come from our company in 2014.” The reason of low market share is due to 
reasons such as late start, technical barriers from auto industry, matching problems during the 
manufacturing process, etc. The largest auto manufacturing company -- SAIC-GM-Wuling, which 
produced more than 180 million vehicles in 2014, only purchases steel materials from Bao Steel 
Group in Shanghai. But some auto parts suppliers also cooperate with steel companies such as 
Wuhan Iron and Steel Group, Beijing Shougang, Pangang Group, etc.  
Liuzhou jinqiao Manufacturing Company provides auto parts, such as fuel tank accessories, 
muffler, etc, to major auto-manufacturing companies in Liuzhou. In an interview March 16th, 2016, 
technical director of Jinqiao manufacturing company said, ”the auto parts we produced mainly are 
made of matching steel materials. For now we mainly purchase two kinds of steel material, which 
are sheet steel and rolled steel, with thousands of tons.”   
“We mainly purchase sheet steel and rolled steel from steel companies in Guangdong area, 
which mainly conduct primary processing of steel and purchase steel material from Bao Gang in 
Shanghai. But for muffler we produced, it uses certain types of imported steel from Posco in Korea, 
which have been approved by major auto manufacturing companies and don’t need detection of third 
party institutions.” Seeing the opportunities in the steel market of Liuzhou, several major steel 
companies from other region has entered into Liuzhou market directly and built branch office and 
steel process factory in Liuzhou. So it is leading to a more difficult surviving situation for local 
suppliers. The economic effect of big auto companies bring is not big enough as expected. It is 
become a problem about how to improve and develop the auto related industries in order to achieve 
better competitive advantage and economic benefit. 		
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Figure	10:	Related	Industries	of	Liuzhou	Auto	Industry	
3.2.4. Firm	Strategy,	Structure,	and	Rivalry	
In different industries and regions, goals, strategies and ways of organizing firms will also 
varies. Competitive advantage is achieved through a match between these choices using given 
resources, creating the Pareto Optimality in a particular industry.  
The ownership structure of companies in Liuzhou auto industry is comparably diversified 
now, with cooperation between state-owned capital, foreign capital, and private capital. The 
management structure of Liuzhou auto industry is comparably competitive in Chinese auto market. 
Liuzhou auto manufacturing companies are currently focused on several categories such as 
MPV, truck and semi-trailer tractor, and trying to expand market share by developing much 
value-adding categories. On the other hand, auto parts industry is targeted on being more specialized, 
higher value adding and more synergies among companies in the industry. 
As Chinese economic is keeping growing steadily, the logistic system is developing at a 
rapid pace, making huge market potential of heavy-duty trucks which are fuel-efficient, 
large-tonnage, and high-power. After the raising of fuel tax, these kinds of vehicles will have more 
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competitive advantage. The highway network has been completed, contributing to growing point of 
truck market. Liuzhou auto companies, especially Dongfeng Liuzhou Motor, is targeting heavy-duty 
truck market, seeking for more growth in the future vehicle market. 
As the cooperation between China and Association of Southeast Asian Nation (ASEAN) 
started and the free trade zone is built, Liuzhou also became one of the national automobile and 
spare parts export bases. Liuzhou is the closest industrial center with ASEAN, and there is a 7-hour 
high way connecting with Liuzhou and Hanoi, the capital of Vietnam. There is a complementarity 
between the industry of Liuzhou and ASEAN, leading the huge cooperation opportunity. Thus, there 
is also a strategic target the automotive and auto spare parts market in ASEAN countries for Liuzhou 
industry. Liuzhou companies conducted investment outward with more than 1 billion US dollar in 
2014, of which more than 70% is the investment into ASEAN. SAIC-GM-Wuling also invested 700 
million US dollar to build an assembly plant in Indonesia and planned to start operation at the 
beginning of 2017. LiuGong Machinery Group also cooperated with Singapore to build production 
base and marketing network to compete in Southeast Asian countries.  
	
Section	3. Conclusion	of	the	Liuzhou	auto	industry	Analysis	
After the above discussion on Liuzhou under Diamond model, the strategic improvement 
targets for Liuzhou auto industry are as followed:  
Knowledge and Human Resource  
As we discussed in the above part of factor conditions of Liuzhou auto industry, competitive 
disadvantage of Liuzhou is mainly human resources and knowledge resources. To directly enhance 
this part, there are mainly two ways. The first is to enhance the high education system. The second is 
to support the special research institution related to auto industries. The third is to actively 
strengthen the introduction of talents from other region. 
Clustering and cluster 
Auto manufacturing industry alone accounts for 43.33% of the total sales value of the whole 
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Liuzhou industries. And the sum of the sales value of related industries of auto industries accounts 
for 85.42% of the total industries. Thus, Liuzhou’s economy is highly dependent on Auto industry 
and connected industry. However, the inter-firm network in the local value chain is not intensive 
enough to support the local connected industries develop to a higher level. In other words, the 
mutual reinforcing process of clustering and cluster is not showed in current Liuzhou auto industry. 
How to trigger this clustering effect would be what will learn form the Ruhr’s transition case. 
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Chapter	4. Analysis	of	The	Success	Transition	of	Ruhr	 	
Section	1. Patterns	of	Ruhr	Competitive	Advantage	
By the mid 1980s, large steel companies in Ruhr went through financial crises and were at 
the huge risk of bankruptcy. At that time, coal and steel industry, which was the major part of Ruhr 
economy, could not support the growth of Ruhr in the future. Large firms in heavy industry had 
dominated the economy of Ruhr for a long time and there was few and developed small companies. 
But the economy was facing the challenge of transition and diversifying. How to restructure the 
economy and support the development of SMEs to substitute the decline of traditional heavy 
industries was the main problem of Ruhr needed to solve at that time. 
Ruhr’s transition process has been improved and perfected through ongoing practice. To 
solve the local severe pollution problems, Ruhr has conducted numerous development and 
implements of environmental cleaning and further protection projects. This solving-problems 
process has bolstered new area of economic growing and made Ruhr environmental management 
and services industry one of the strongest in Europe. 
Among the whole transition process, many of the successful industry transition cases were 
built upon the original strength or new opportunities happened during the process of problem solving. 
For example, modern logistics industry in Ruhr was built on the traditional knowledge and 
experience generated in heavy industrial commodity shipment by rail, road and water. 
Environmental service industry was generated and developed through the process of solving local 
pollution problems of traditional heavy industry. 
The Ruhr transition happened in practice, starting form the mid 1980s. At this period, Ruhr 
started a bottom-up development approach. This approach was guided by state government and 
institutions, but designed and implemented by local groups.  
According to Taylor (2015), since 2000, the NRW state government has been focused on the 
development of emerging business “clusters”, in order to channel different types of public and 
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private sector and support local business lines. At the same time, bottom-up project identification, 
design and implementation under regional guidance and coordination still remain the dominant 
approach of economic development and transition.  
For now, the state of NRW’s “ cluster program” has run in operation for over a decade in 
Ruhr and also other parts of NRW. This program is still aimed at strengthening local industrial 
networks and supporting the further innovation along the value-added chain of key industries under 
certain long-time goals. And the program also put some special focus on the cooperation between 
industries and research institutions, in order to support the development of small and medium-sized 
companies and knowledge exchange on business innovation(Taylor, 2015). 
This part of Ruhr will focus on the cluster-oriented strategy and management after 2000 
during Ruhr industrial transition in a specific case of Dortmund, analyze different sector’s action in 
the clustering process, and gain several learning for the strategy of Liuzhou auto industry. 		
Section	2. The	Role	of	Clustering	in	Ruhr’	Transition	
The beginning of clusters building 
Started from 1980s, the state government in Ruhr and local planning institutions started and 
guided the bottom-up development approaches. One of the famous transition programs is the one 
along the Emscher River. This program provided an overall transition framework for local industries, 
supported planning business networks, and corresponding public and private sources to trigger the 
local transition process. Through this process, in order to develop the local innovation level, 
Dortmund Technology Park was funded at the Technical University of Dortmund. Starting from this 
time, clusters of new business had been take root in Ruhr. Clusters and clustering have created a 
positive innovation creation mechanism in Ruhr, which successfully making the economy a more 
diversified and high value added. This is exactly what this study want to learn form Ruhr case for the 
transition of Liuzhou auto industry. 
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The Type of Ruhr clustered strategy 
The clustered strategy of Ruhr is a represented strategy of which cluster promotion is 
integrated into regional development. According to Kupper and Rollinghoff (2004), This clustered 
strategy is mainly focused on: the targeted promotion of regional innovativeness and 
competitiveness, the development of management competence (organizing capacity) for regional 
structural policy, and the efficient use of subsides (from all sources of support). 	
A case of clustering project in Ruhr 
This part of analysis on Ruhr’s clustering focuses on the Dortmund-project in Ruhr, trying to 
find out key success factors of its clustering building process. In Ruhr’s case, clustering building and 
promotion has far reached out the traditional framework of economic development process. It is 
extremely complex and difficult because of the needing of not only the right guiding and 
implementation of local government and institutions under the overall vision, but also the proper 
strategies and skills required for each sector working in the whole cluster.  
As mentioned in the formal introduction part of Ruhr economy, traditional heavy industry 
such as brewery, steel and coal mining started to decline since the 1960s, leading to radical decrease 
of employment in Ruhr region. Then the industries in Ruhr went through a long and suffering 
transition process.  
Dortmund is one of the biggest cities in Germany and the biggest one of the Ruhr Region 
with approximately 600,000 inhabitants. And the local economy was focused on three field: coal, 
steel and beer brewing, which inflected on the former industrial motto: ”Brewing more than 7 
million hectoliters of beer, producing more than 7 million tons of coal, melting more than 7 million 
of tons of steel” (Rottger, 2005). As the whole Ruhr went through a difficult economical transition 
process, Dortmund, an industrial center of Ruhr, also faced with significant decline in its dependent 
core industries. The closure of the steel industrial site named Westfalenhütte was the triggering 
factor of the Dortmund-project. 
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Introduction of the Dortmund-project in Ruhr 
By close association with employment, training promotion and with urban planning, a 
concept was developed to accelerate the necessary radical structural change - away from coal, iron 
and steel - through targeted innovation surges (Röllinghoff 2005; Küpper 2005). The 
Dortmund-project transfers sector-related promotion strategies to an overall urban development 
concept, and sees itself as a local government management approach (Ziesemer 2004). And also this 
project could be seen as a trial of linking local business development with regional planning 
activities – against this background it is often described as a holistic system (Kupper, 2005). 
The Dortmund-project started in the mid 1990s, and the starting point was to solve the local 
problem of declining traditional industries and employment development. Before the transition 
project was formally established, there was several common understanding about this transition: 
Firstly, more orientation would be towards the development of the new and younger industry. 
The most potential growing points were believed in three categories: ICT (information and 
communications technology), micro system technology and logistics.  
Secondly, it is important to improve the image of business location of Dortmund. The 
traditional image of Dortmund, as a coal and steel focused heavy industrial city, should be changed 
to a more competitive image. And the change will be focused on showing the effort of combining 
the new and the old, providing a “basis for the future achievement of the profile of Dortmund” 
(Rehfeld & Wompel, 1999). 
This project would aim at a deeper linkage of business development and employment 
promotion, to ensure the success growing of the whole economy. 	
Project Implementation and Organization 
The implementation of Dortmund-project reflects that Rehfeld & Wompel’s (1999) concept 
of “innovation systems” was enhanced to real cluster building politics by developing a political 
framework (Muhge, Jeske, Kieselbach & Knuth, 2006). This cluster building process included three 
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steps: in-depth analysis of clusters in the local economy; a precise operationalization in form of a 
large number of detailed projects; a prediction of the impact on the local labor market. 
The implementation of the Dortmund-project covers six areas of action: 
1. The development of infrastructure for establishment of local knowledge based economy. 
In other words, it is building the positive creation mechanism of human resource fitting with the 
required demanding of local industries. For instance, the implementation of a network for 
occupational training for the local industries and the establishment of local education institutions and 
innovation center, such as The Dortmund University. 
2. On the one hand, the creation and promotion of new companies in the sunrise industries 
with growing potential, as showed in table. On the other hand, the extension and upgrading of 
traditional core industries, such as energy, health, logistics and insurance. 
3. The development of high-level housing area, linked with new industrial estates, as 
expressed as ”E-City Dortmund” – which is the label of the overall concept of urban development in 
Dortmund. 
4. Establishment of a stable project organization and administrative body, which in control of 
communication and project process, and local management within the region of cluster debelopment.   
5. More efficient way of communication, which ensure the information exchange within and 
beyond the region. 
6. Monitoring the whole transition process and make records of changes in the data situation. 			
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Table	5:	Jobs	Created	by	Sectors	
	
Source:	the	Dortmund-Project,	2000	
	
Figure	11:	Overall	Approach	of	the	Dortmund-project	
Source:	the	Dortmund-Project,	2000		
Key Success Factors of the Dortmund-project  
1. The Dortmund-project was build as a new independent department in the administration 
system of Dortmund. There are two reasons for this choice: The first reason is try to build a different 
and innovative working culture as a new organization, which departs from the old administration 
organization. The second reason is to avoid the conflicts with elder department that was in charge 
The	Dortmund-project 
Communication 
1.	Intra-project	communication 
2.	Location	Internal	Marketing 3.	External	Marketing	(Germany,	International	Firms	and	Industries) 
 
Sunrise	Indutries 
1.		E-commerce 
2.	IT 
3.	Microsystem	Technology 
4.	Start-up	Competition 
5.	Logistics 
People	and	Competencies 
1.	Skill	Acquisition	Network/Apprenticable	Trade 
2.	Develop	Univesity  
3.	Staff	Service	Agency 
E-city 
1.	Business	Location 
2.	Residential	Location 
3.	Aiport Port	Location 
Controlling 1.	Biannual	and	Annual	Reports 
	 38	
related to city-internal politics.  
2. Developing innovative industry-oriented infrastructure in promoting lead sectors. A lot of 
companies received the support from the Dortmund Foundation, which has an endowment capital of 
over € 2 million with more than 120 private donors. The following infrastructure companies are 
those supported the development of new-lead industries in the Dortmund-project: 
Electronic Commerce Center GmbH (GmbH, which is German for "company with limited 
liability"), IT-Center Dortmund GmbH (provides a new degree after two years as IT professional), 
e-port Dortmund GmbH (start-up center for e-logistics firms in the Dortmund port), MST. Factory 
Dortmund GmbH (start-up and cooperation center for microsystem technology firms), PSA 
(personnel service agency, specialists placement for leading industries). 
3. Developing a communication and interacting network among public and private actors to 
ensure the best effect of clustering. Networking is an integral part of the Dortmund-project. The 
leading committee discusses and decides all strategic issues. There will be annual and semi-annual 
meetings for the process of decision-making. The members of the committee include company 
representatives, private and public organizations, research institutions in leading position.  
4. Cooperation with scientific institutions successfully initiated “Competence Center”, which 
refer to medium-sized high-tech clusters. The cooperation in clusters requiring frequent 
communication with these research institutions such as TU Dortmund University, the University of 
Applied Science; Max-Planck Institute for Molecular Physiology; Two Fraunhofer Institutes for 
Logistics and Information Technologies; Two Leibniz Institutes for analytical science, working 
environments, and human factors. 
5. To support the Dortmund-project, various financial schemes have been established and 
still been used until now. For instance, venture capital and seed finds were made available for local 
industrial companies. And also the city of Dortmund, the regional Rhine-Westphalia and European 
Structure Funds conducted investments in the Dortmund-project to ensure the financial foundation 
(Oh & Phillips, 2014). 
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Chapter	5. Implication	for	the	Transition	of	Liuzhou	Auto	Industry	
Section	1. Comparison	of	Liuzhou	and	Ruhr	
Based on the above analysis of Liuzhou and Dortmund in Ruhr, this study will compare the 
transition situation Dortmund faced and Liuzhou is facing as followed: 
5.1.1. Similarities	of	Dortmund	and	Liuzhou:	
1. Both two region are highly depended on traditional heavy industries at the transition 
time.  
Liuzhou is highly depended on Auto industry. The sales value of auto manufacturing 
industry accounts for 43.33% of the total sales value of Liuzhou in 2014. And the sales value 
connected industries of auto cluster accounted for the 85.42% of the total sales value of Liuzhou. 
Liuzhou economics is too relied on the development of the main three auto companies.  
For Dortmund, it was also similar situation. Compared with Ruhr regional economy, 
Dortmund had its specific focused industries in local economy. The local economy was highly relied 
on three traditional industries: coal, steel and beer brewing until late 1990s. 
2. Both facing the transition problem and trying to develop higher value-added 
industry as a new economic growing engine. 
Liuzhou auto industry is facing the problem of comparably low synergy effect from the auto 
industry. The connected industries of three main auto manufacturing industry have the problem of 
low matching rate, unmatched low-end technical level, low innovation level, dispersed geographic 
distribution, and lack of competitive advantage. 
For Dortmund, based on the above analysis, the traditional main industries in Dortmund, 
which is coal, steel and brewing, definitely lose competitive advantage and growing power for the 
local economy development. Dortmund tried to abandoned the old industrial image and build a 
positive and competitive image, showing the future growing potential. The categories of targeted 
industries, which were ICT (information communication technology), micro system technology and 
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logistics, showed the Dortmund’s ambition in higher value-added industries. 
3. In both Dortmund and Liuzhou, with the policy instruction from higher levels of 
administrative organizations, public funding and relative supporting resources could be 
mobilized to the local industries in need. 
In China, to support the local economic development, central government, provincial 
governments and development institutions will issue some benefited policy and substantial funds to 
the local industries. The problem is how to take the best use of the allocated resource. 
And Ruhr region also gained public funding from the state government, the federal 
government and the European Union for its industrial transition. For Dortmund, it not only gained 
the funding from public, but also private funding from local companies, venture capital, industrial 
union, etc.   	
5.1.2. Differences	of	Dortmund	and	Liuzhou:	
1. Different situation of dominated industry 
As the biggest city and industrial center of Ruhr, Dortmund was suffering from a fierce 
decline in its core industries. From 1960 to 1997, employment in mining decreased at 13.6% per 
year, for steel is 7.0%, and for brewery is 6.0% per year (Muhge, Jeske, Kieselbach & Knuth, 2006). 
Since 2001, “The steel is no longer produced in Dortmund itself. The last furnace has seen its fire 
extinguished”(Dorre et al, 2002). The biggest brewery of Dortmund also closed at 2004.  
However, for Liuzhou auto manufacturing industry, it is not a sunset industry at all. The sales 
of Chinese auto market had been kept growing at an overall compound average growth rate of 11.4% 
from 2004 to 2014. The production of Liuzhou auto industry also has kept growing with a 
production of 230 million units in 2014, ranked number third of cities in China.  
2. Administrative system and decision making process 
According to Rollinghoff (2006), the city of Dortmund has a tradition of consensus based 
decision based process of its social and economic policy. The proper running of its process is based 
on the cooperation of a complex network of sectors. This decision process is called “Dortmund 
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Consensus”, which emerged in the post-war period with cooperation between social democratic 
party politics, local industrial companies and potent trade unions. The important actors of social 
politics in Dortmund include: The department of business and employment development, the 
regional branch of the Federation of German Trade Union, the Chamber of Industry and Commerce, 
the Chamber of Crafts, the Employers’ Association of the Metal Industry, and the Social Research 
Institute of Dortmund. 
The administrative system and decision process of Liuzhou is very different from Dortmund 
in Germany. There is a strong vertical hierarchy of the government of China, which comprised with 
levels of central, provincial, prefectural, and county. The institutional frameworks could highly 
complicated to deal with during the process of developing local industrial policy. But Strong force of 
implementation a particular policy will come from requirement of both market situation and 
regulatory consideration. As long as the upper level conduct certain policy instructions seriously 
connecting the local benefit, the lower level will implement the instruction with high efficiency 
because so called policy bonus. So the decision process could be very efficient under the policy 
instruction from the upper government, but might lack of full consideration and involvement with 
other sectors in industry.  
3. Different human and knowledge resource preparation for the transition 
For Dortmund, before the start of the Dortmund-project for the local transition, it already 
built the Dortmund Technology Park in 1988. The Dortmund Technology Park is one of the largest 
municipalities in the Ruhr region, focusing on the research and development activities of modern 
high technology. At the same period, a technology center also was established, with focus of being 
an incubator of start-ups and Research & Development center of established firms. These new firms 
established at the technology center will be required to leave after 5-7 years and three quarters of 
these firms will transferred to the Dortmund Technology Park to continue operation (Huggins & 
Thomalla, 1995). The Dortmund Technology Park also formed a close relationship with local 
universities and research institutions such as: Technology Universities of Dortmund, Max-Plank 
Institute for Molecular Physiology, Fraunhofer Institute for Logistics and Information Technology 
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(Oh & Phillips, 2014). The whole network between research institutions, incubator hubs, 
commercial companies and the Dortmund Technology Park was a developing prerequisite for the 
transition at that time. 
But for Liuzhou, the preparation of human resources and knowledge resources are not so 
good as Dortmund did at the transition time. As the vocational education in Liuzhou is competitively 
advanced, which could provide good skill workers to the industry. However, there is a lack of 
innovation ability for the local industry. Except for the inner innovation of these big auto companies, 
outside these big companies innovation is competitively hard to develop with few research 
institutions or incubator for entrepreneurs to grow up. For now, there are mainly two technology 
parks in Liuzhou: Liuzhou Yanghe Industrial development zone and Liu Dong High-Tech Industry. 
But the common problems of these two technology parks are that there is no focused development 
industry and also without the high tech innovative human resource as a basement. 	
Section	2. Strategic	Implication	for	Liuzhou	Auto	Industry	Transition	
5.2.1. Choosing	the	right	targeted	industries	
Considering clustering formation, the basic assumption is that innovation ability is more 
decisive for the economic development than pure technical knowledge. Since particular region could 
not have competitive advantage in all sectors, a particular focus on core sectors is necessary for the 
growing of its competitive advantage (Porter, 1990). At the beginning of its transition, since the 
formal mainstream industries had been quickly declined and even no longer existed, Dortmund 
chose to focus on three sector: ICT (information and communications technology), micro system 
technology and logistics. But the new-targeted sectors are also related to its original basement and 
economy expectation. It is mentioned that the ICT (information and communication technology) was 
linked to big economical expectations in Dortmund (Rehfeld & Wompel, 1999).  
For Liuzhou, its transition will base on its original advantaged industries – auto industry with 
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connected industries along auto manufacturing value chain. In other words, the transition strategy 
will target on the major connected industries in the auto cluster as showed in the following figure 12, 
such as steel, glass, rubber textile, auto material processing, electronic device, mechanical equipment, 
logistics &delivery, etc. 	
	
Figure	12:	Related	Industries	of	Liuzhou	Auto	Industry	
5.2.2. The	leading	of	Government	Policy	
As we could see from the case of the Dortmund-project, government policy was a very 
important part of the whole transition process. The city council discussed and made the decision of 
implementing the Dortmund-project. As the whole industrial transition project was a combination of 
unban development strategy and local industries development clustered strategy. It was seen as a 
trial of linking local business development of town planning activities (Kupper, 2005). Considering 
the complexity and time-consuming of the transition process, the policy support and also financing 
support from the government will be extremely important. 
For now Guangxi provincial government has already targeted auto industry as the 
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mainstream industry to develop, and Liuzhou government also sees auto industry as one of the most 
important industry to develop. But there is no certain department in control of the development of 
auto industry. And the supporting projects are always decided by the current government leadership, 
instead of have a long-term aim and project implementation. So this study suggests that for the 
clustered strategy building and management of auto industry in Liuzhou, there should be establish a 
certain independent organization in the administrative government system. This organization should 
have its dependent pubic funding and clear mission with the policy support from the upper level 
government in a provincial level. The members should include not only government officials, but 
also industrial firms representatives, and scholar from high-level research institution in auto 
industries and industrial strategy building. 	
5.2.3. Develop	 third-party	 institutions	 connecting	 between	 industries/individual	
actors	and	local	government	 	
As what learned form the Ruhr case, bottom-up project development is an essential part of its 
economic transition. It is very important and necessary to combine the creativity, innovation and 
specific angles of local industrial groups with the overall decision-making process. And through this 
bottom-up project, third party institutions have helped in the information exchange and sharing 
through the complex industrial network of different sectors. Some of the institutions have 
government background, and also some of them operate independently. But all of the institutions 
have the same goal, which is assisting local industries to develop projects with specific goals, and 
mobilizing resources from possible sources.  
For Liuzhou, it should also consider this third-party institutions building process. It needs to 
consider four parts of problems while develop third party institutions, which are: institutional 
formation and structure, institutional operational goals, project development, project funding.  	
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5.2.4. Update	 high-tech	 and	 innovation	 centers,	 and	 develop	 a	 communication	
mechanism	between	industries/enterprises	and	research	institutions.	
The human resource and knowledge resource are one of the most important factors as the 
preparation basement of the value upgrading and transition of Liuzhou auto industry. As mentioned 
in the above analysis, for Liuzhou, the preparation of human resources and knowledge resources are 
not so good as Dortmund did at the transition time. But one of the most important successful key 
factors of Dortmund is the Dortmund Technology Park and the Technology Center. Liuzhou auto 
industry should focus on the development of high education institutions and research institutions 
related to the high tech research of auto industry. And the information sharing between companies in 
auto industry and research community would also be important. 
5.2.5. Creating	 a	 learning	mechanism	 for	 local	 firms,	 implementation	of	 coaching	
concept.	
The main idea of coaching concept for the Dortmund-project is to implement a network of 
voluntary, non-paid coaches who are willing to support local start-ups and entrepreneurs. It also 
aims at building a business network to provide a consulting system that is free of charge for 
entrepreneurs in local industries. Another part of he coaching concept is like a mentoring system 
operating between the business experienced mentors and start-up entrepreneurs. Entrepreneurs could 
gain not only the business experience, but also the useful tools from this coaching system. 
This “coaching” concept will be very useful tool for the development of innovation level of 
Liuzhou auto industry. Since Liuzhou is still a third-tier city of China, where consulting industry is 
not developed and the concept of business consulting is not so familiar for the local business 
industry. But the “coaching” concept might be a much easier way to use considering the Chinese 
business culture with a more concentration on people instead of business model. But free consulting 
service of from experienced business coaches might not be realistic for the Liuzhou industry. The 
implementation of the “coaching” concept needs more active work of local institution and 
government support. 
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So the conclusion of the implication for the clustered strategy of Liuzhou Auto industry will 
be illustrated in the following figure 13: 
	
Figure	13:	The	Clustered	Strategy	of	Liuzhou	Auto	Industry		
Clustered	Strategy	of	Liuzhou	Auto  Industry 
Communication 
 
Focused	Industry 
Government	Policy Knowledge	&	Human	Resource  
Learning	Mechanism	Building	--	Coaching	system 
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Appendix:	The	Statistics	of	Liuzhou	Main	Industries	
								
